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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

December 30, 2015 Volume 8 Issue 251

Market Overview

Quantifiahle Edges 1-day Risk/Reward Outlook Quantifiahle Edges 3-day Risk/Reward Outlook
Bearish Bulish  Bearish Bullsh

Signals Overview

Aggregator Aggressive VIX QE Buy Pwr Swing

Flat 50% Long Short

Tonight’s Research Points

e Big rally days between Christmas and New Year’s have often seen follow-
through.

Short-term Outlook

The Bottom Line
Evidence is bullish, but the market is still relatively overbought. This leaves me neutral.
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Summary of Recent Active Studies (see Letters from

listed dates for details

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn |-1Std Dev
Active - Short Term
December 30, 2015 1% gain between Christmas & New Year |1-2 days Bullish
December 24, 2015 QE Buying Power Short 1-6 days Bearish
December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-6 days Bullish 1.95% -1.20% -2.50%
December 23, 2015 Twas 3 Nights Before Christmas 1-8 days Bullish
Active - Long Term
December 24, 2015 Up 3 days. 90% up vol today 1-14 days Bullish 3.40% -2.15% -3.80%
December 24, 2015 Up 2% frm 3 ago. 3/10 HV < 0.25 1-19 days Bullish 4.50% -1.80% -3.60%
December 22, 2015 Golden Cross int term Bullish
December 14, 2015 Santa Rally thruJan 2 |Bullish
November 2, 2015 Best 6 months Nov-Apr Bullish
October 26, 2015 NASDAQleading SPX int term Bullish
September 9, 2015 FTD on mild breadth & volume int term Bearish
November 3, 2014 Quantitative Easing Ends int term Bearish
July 22,2013 New High Divergence (Study of Tops) |int term Bearish
Dropped Tonight
December 29,2015 Turnaround Tuesday 1day Bullish

The Evidence

Tuesday saw the market advance nicely. The SPX rose 1.1%, the NASDAQ rallied 1.6%
and the Russell 2000 gained 1.1%. Breadth was positive as the NYSE Up Issues % came
in at 70% and the Up Volume % was 77%. Total NY SE volume was again very light and
that is not likely to change until 2016.

The week between Christmas and New Year’s is often a quiet one that is not prone to large-
move days. So strong rallies like we saw on Tuesday are a bit unusual this time of year. |
looked back to 1970 to see what has followed other times when SPX rose over 1% on a
day between Christmas and New Year’s. Results are below.

SPX posts gain of = 1% on a day between Christmas and New Year's.
Buy on close. Sell X days later. $100k/trade. 1970 - present.
All: All: All: _ Al Avg All: Max Al Avg Al Max All: ) .
X All: Net Profit | Total | Winning | Losing P:;I%‘t::lle Winning Winning Lo=ing Los=ing Win/Loss Pruf?lllédur ﬁ.\ll_ll._:;.j'.;g
Da‘_."S Trades | Trades | Trades Trade Trade Trade Trade Ratio
5 15 14 1 89333 1,85 532383 -2689.52| -2699.52 0.72 1014 154424
4 15 12 3 000 23 483472 735.57| -1,082.82 3.24 1296 1,758.92
3 15 9 5 60.00| 2,57 433628 -1,382.53| -34237% 1.92 288 1,045.16
2 16 12 4 75.00| 18 4,609.92 -853.04 | -1281.25 2.03 609 113570
1 18 12 7 6316 13 3,140.50 -520.78 -984.20 2.50 429 §30.61

The stats here all point to a bullish edge. Most of the gains were realized in the first 2 days,
but the edge does appear to persist through day 5. Below is a look at a 2-day profit curve.
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SPX posts gain of = 1% on a day between Christmas and New Year's.

Buy on close. Sell 2 days later. $100k/rade. 1970 - present.
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Nothing wrong with this. The strong, steady upslope seems to provide confirmation of the

bullish edge suggested by the stats. 1 also looked at all the individual instances assuming
a 5-day holding period.

Hanna Capital Management, LLC 16 Hillcrest Rd., Medfield, Massachusetts 02052 781-956-6952




Page4

SPX posts gain of = 1% on a day between Christmas and New Year's.
Buy on close. Sell 5 days later. $100k/trade. 1970 - present.
Date/Time Signal Price % Profit Run-up
Drawdown
12/29/1970 Buy $92.08 0.29% $999.12
1/6/1971 Sell $92.35 ($1,563.84)
12/26/1973 Buy $95.74 4.24% $5,428.80
1/3/1974 Sell $99.80 $0.00
12/31/1974 Buy %68.53 2.20% %5,412.89
1/8/1975 Sell $70.04 $0.00
12/27/1976 Buy $106.06 0.89% $1,799.22
1/3/1977 Sell $107.00 ($216.66)
12/26/1978 Buy $97.52 0.29% $1,035.25
1/3/1979 Sell $97.80 ($2,357.50)
12/27/1982 Buy $142.17 -2.70% $674.88
1/3/1983 Sell $138.33 ($3,128.35)
12/30/1987 Buy £247.86 5.33% %5,609.76
1/7/1988 Sell $261.07 ($1,063.92)
12/26/1991 Buy $404.84 3.58% $3,692.65
1/3/1992 Sell $410.34 ($61.75)
12/29/1997 Buy $953.37 1.39% $3,043.04
1/6/1998 Sell $066.58 ($2.08)
12/29/1998 Buy $1,241.80 2.46% $2,456.00
1/6/1999 Sell $1,272.34 ($1,816.00)
12/27/2000 Buy $1,328.92 0.33% $1,599.00
1/4/2001 Sell $1,333.29 ($4,072.50)
12/29/2003 Buy $1,109.48 1.28% $1,348.20
1/6/2004 Sell $1,123.67 ($396.00)
12/30/2008 Buy $890.64 1.80% $5,059.52
1/7/2009 Sell $906.65 ($108.64)
12/29/2011 Buy $1,263.02 1.17% $1,706.40
1/6/2012 Sell $1,277.81 ($439.24)
12/31/2012 Buy $1,426.19 2.17% $2,922.50
1/8/2013 Sell $1,457.15 $0.00

Again here | do not see any red flags. | have included this study on the Active List tonight.

| have updated the Aggregator chart below.
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4 TradeStation Chart Analysis - SSPX.X Daily [CBOE] S&P 500 Index Bl =a=
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With tonight’s study being considered the green Aggregator Line moved a little further
above zero. Positive readings mean net expectations from the Active List are for upside
over the next few days. Meanwhile the black Differential Line remained below zero. The
negative Differential Line reading means SPX is overbought versus recent expectations.
So expectations are positive but SPX is short-term overbought. This is considered a neutral
configuration. Neutral configurations are visible on the chart whenever both lines close on
opposite sides of 0. Therefore, the Aggregator signal stayed flat at the close.

Based on the current studies, evidence is set to remain positive on Wednesday. Of course
this could change if new bearish evidence emerges. The Differential Pivot will be 2063.09
on Wednesday. Thatis0.7% below Tuesday’s close. So for SPX to move from overbought
to oversold versus expectations on Wednesday it is going to need to close down at least
0.7%.

My outlook tonight is much the same as last night. Seasonality is strong, and the overall
evidence continues to point higher. But with the market already overbought I do not love
the reward/risk profile at the moment. This all leaves me with a fairly neutral short-term
outlook. I will continue to wait for a more favorable reward/risk setup before looking to
take on new trades.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/28 — bullish

The intermediate-term outlook was last updated in the 12/28/15 Letter. It can be found in
the most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

Open Catapult Triggers

None

Broad Market Large Cap CBI -0

Additional New Trade Ideas

A full listing of system triggers can be found at the numbered systems page each night. |
will cherry pick some of my favorite setups from the S&P 100 and ETF lists along with
occasional other trade ideas to track below.

None tonight.

Current Open Trade Ideas
None.

This report has been prepared by Hanna Capital Management, LLC and is provided for information purposes only. Under no
circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy securities. While information contained
herein is believed to be accurate at the time of publication, we make no representation as to the accuracy or completeness of any data,
studies, or opinions expressed and it should not be relied upon as such. Robert Hanna, Hanna Capital Management, LLC or clients of
Hanna Capital Management, LLC may have positions or other interests in securities (including derivatives) directly or indirectly which
are the subject of this report. This report is provided solely for the information of Hanna Capital Management, LLC clients and prospects
who are expected to make their own investment decisions without reliance upon this report. Neither Hanna Capital Management, LLC
nor any officer or employee of Hanna Capital Management, LLC accepts any liability whatsoever for any direct or consequential loss
arising from any use of this report or its contents. This report may not be reproduced, distributed or published by any recipient for any
purpose without the prior express consent of Hanna Capital Management, LLC.
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